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Report on Internal Control Over Financial Reporting and on Compliance and Other Matters  
Based on an Audit of Financial Statements Performed in Accordance  

with Government Auditing Standards 
 
                                    
 
To the Union County Board of Education 
Monroe, North Carolina 
 
We have audited the basic financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the Union County Board of 
Education, North Carolina, as of and for the year ended June 30, 2012, which collectively comprise the 
Union County Board of Education, North Carolina’s basic financial statements and have issued our report 
thereon dated November 21, 2012.   We conducted our audit in accordance with auditing standards 
generally accepted in the United States of America and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
 
Internal Control Over Financial Reporting 
 
Management of Union County Board of Education is responsible for establishing and maintaining 
effective internal control over financial reporting.  In planning and performing our audit, we considered the 
Union County Board of Education’s internal control over financial reporting as a basis for designing our 
auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the Board’s internal control over financial 
reporting.  Accordingly, we do not express an opinion on the effectiveness of the Board’s internal control 
over financial reporting.  
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent or 
detect and correct misstatements on a timely basis.  A material weakness is a deficiency, or combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control over 
financial reporting that might be deficiencies, significant deficiencies or material weaknesses.  We did not 
identify any deficiencies in internal control over financial reporting that we consider to be material 
weaknesses, as defined above. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Union County Board of Education’s 
financial statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts.  However, providing an 
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not 
express such an opinion. The results of our tests disclosed no instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards. 
 
This report is intended solely for the information and use of management, others within the entity, 
members of the Board, and federal and state awarding agencies and pass-through entities and is not 
intended to be and should not be used by anyone other than these specified parties. 
 

 
 
November 21, 2012 
Rockingham, North Carolina  
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Report on Compliance with Requirements Applicable to Each Major Federal 
 Program and Internal Control Over Compliance in Accordance with OMB  

Circular A-133 and the State Single Audit Implementation Act 
 
 
 
To the Union County Board of Education 
Monroe, North Carolina 
 
Compliance 
 
We have audited the compliance of Union County Board of Education, North Carolina, with the types of 
compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 
Compliance Supplement and the Audit Manual for Governmental Auditors in North Carolina, issued by 
the Local Government Commission, that are applicable to each of its major federal programs for the year 
ended June 30, 2012.  The Union County Board of Education’s major federal programs are identified in 
the summary of auditors’ results section of the accompanying schedule of findings and questioned costs. 
Compliance with the requirements of laws, regulations, contracts and grants applicable to its major 
federal programs is the responsibility of the Union County Board of Education, North Carolina’s 
management.  Our responsibility is to express an opinion on the Union County Board of Education’s 
compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations, and the State Single Audit Implementation Act.  
Those standards, OMB Circular A-133, and the State Single Audit Implementation Act require that we 
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types 
of compliance requirements referred to above that could have a direct and material effect on a major 
federal program occurred.  An audit includes examining, on a test basis, evidence about the Union 
County Board of Education’s compliance with those requirements and performing such other procedures 
as we considered necessary in the circumstances.  We believe that our audit provides a reasonable basis 
for our opinion.  Our audit does not provide a legal determination on the Union County Board of 
Education’s compliance with those requirements. 

 
In our opinion, the Union County Board of Education complied, in all material respects, with the 
compliance requirements referred to above that could have a direct and material effect on each of its 
major federal programs for the year ended June 30, 2012. 
 
The Board’s responses to the findings identified in our audit are described in the accompanying schedule 
of findings and questioned costs.  We did not audit the Board’s responses and, accordingly, we express 
no opinion on the responses. 
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Internal Control Over Compliance 
 
The management of the Union County Board of Education is responsible for establishing and maintaining 
effective internal control over compliance with requirements of laws, regulations, contracts and grants 
applicable to federal programs. In planning and performing our audit, we considered the Union County 
Board of Education’s internal control over compliance with the requirements that could have a direct and 
material effect on a major federal program in order to determine the auditing procedures for the purpose 
of expressing our opinion on compliance and to test and report on internal control over compliance in 
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance.  Accordingly, we do not express an opinion on the 
effectiveness of the Union County Board of Education’s internal control over compliance.   
 
A deficiency in internal control over compliance exists when the design or operation of a control does not 
allow management or employees, in the normal course of performing their assigned functions, to prevent 
or detect and correct noncompliance with a type of compliance requirement of a federal program on a 
timely basis.  A material weakness in internal control over compliance is a deficiency, or a combination of 
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material 
noncompliance with a type of compliance requirement of a federal program will not be prevented, or 
detected and corrected, on a timely basis. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be deficiencies, significant deficiencies, or material weaknesses.  We did not 
identify any deficiencies in internal control over compliance that we consider to be material weaknesses, 
as defined above. 
 
Schedule of Expenditures of Federal and State Awards 
 
We have audited the financial statements of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of the Union County Board of Education as of 
and for the year ended June 30, 2012, and have issued our report thereon dated November 21, 2012.  
Our audit was performed for the purpose of forming an opinion on the financial statements that collectively 
comprise the Union County Board of Education’s basic financial statements.  The accompanying schedule 
of expenditures of federal and State awards is presented for purposes of additional analysis as required 
by OMB Circular A-133 and the State Single Audit Implementation Act and is not a required part of the 
basic financial statements.  Such information has been subjected to the auditing procedures applied in the 
audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in 
relation to the basic financial statements taken as a whole. 
 
This report in intended solely for the information and use of management, others within the entity, 
members of the Board, and federal and state awarding agencies and pass-through entities and is not 
intended to be and should not be used by anyone other than these specified parties. 
 

 
 
November 21, 2012 
Rockingham, North Carolina 
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Report on Compliance with Requirements Applicable to Each Major State 
 Program and Internal Control Over Compliance in Accordance with Applicable Sections of 

 OMB Circular A-133 and the State Single Audit Implementation Act 
 
 
 
To the Union County Board of Education 
Monroe, North Carolina 
 
Compliance 
 
We have audited the compliance of the Union County Board of Education, North Carolina, with the types 
of compliance requirements described in the Audit Manual for Governmental Auditors in North Carolina, 
issued by the Local Government Commission, that are applicable to its major State programs for the year 
ended June 30, 2012.  The Union County Board of Education’s major state programs are identified in the 
summary of auditors’ results section of the accompanying schedule of findings and questioned costs.  
Compliance with the requirements of laws, regulations, contracts and grants applicable to its major State 
programs is the responsibility of the Union County Board of Education, North Carolina’s management.  
Our responsibility is to express an opinion on the Union County Board of Education’s compliance based 
on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and applicable sections of OMB 
Circular A-133, as described in the Audit Manual for Governmental Auditors in North Carolina, and the 
State Single Audit Implementation Act.  Those standards, applicable sections of OMB Circular A-133, and 
the State Single Audit Implementation Act require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the types of compliance requirements referred to above 
that could have a direct and material effect on a major State program occurred.  An audit includes 
examining, on a test basis, evidence about the Union County Board of Education’s compliance with those 
requirements and performing such other procedures as we considered necessary in the circumstances.  
We believe that our audit provides a reasonable basis for our opinion.  Our audit does not provide a legal 
determination on the Union County Board of Education’s compliance with those requirements. 
 
In our opinion, the Union County Board of Education complied, in all material respects, with the 
compliance requirements referred to above that could have a direct and material effect on its major State 
programs for the year ended June 30, 2012. However, the results of our auditing procedures disclosed an 
instance of noncompliance with those requirements, which is required to be reported in accordance with 
applicable sections of OMB Circular A-133 and the State Single Audit Implementation Act, and which is 
described in the accompanying schedule of findings and questioned costs as item 12-01. 
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Internal Control Over Compliance 
 
The management of the Union County Board of Education is responsible for establishing and maintaining 
effective internal control over compliance with the requirements of laws, regulations, contracts and grants 
applicable to State programs.  In planning and performing our audit, we considered the Union County 
Board of Education’s internal control over compliance with the requirements that could have a direct and 
material effect on a major State program in order to determine the auditing procedures for the purpose of 
expressing our opinion on compliance and to test and report on internal control over compliance with 
applicable sections of OMB Circular A-133 and the State Single Audit Implementation Act, but not for the 
purpose of expressing an opinion on the effectiveness of internal control over compliance.  Accordingly, 
we do not express an opinion on the effectiveness of Union County Board of Education’s internal control 
over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
State program on a timely basis.  A material weakness in internal control over compliance is a deficiency, 
or combination of deficiencies, in internal control over compliance, such that there is a reasonable 
possibility that material noncompliance with a type of compliance requirement of a State program will not 
be prevented, or detected and corrected, on a timely basis. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be deficiencies, significant deficiencies or material weaknesses.  We did not 
identify any deficiencies in internal control over compliance that we consider to be material weaknesses, 
as defined above. 
 
Schedule of Expenditures of Federal and State Awards 
 
We have audited the financial statements of the governmental activities, the business-type activities, each 
major fund, and the aggregate remaining fund information of the Union County Board of Education as of 
and for the year ended June 30, 2012, and have issued our report thereon dated November 21, 2012.  
Our audit was performed for the purpose of forming an opinion on the financial statements that collectively 
comprise the Union County Board of Education’s basic financial statements.  The accompanying schedule 
of expenditures of federal and State awards is presented for purposes of additional analysis as required 
by OMB Circular A-133 and the State Single Audit Implementation Act and is not a required part of the 
basic financial statements.  Such information has been subjected to the auditing procedures applied in the 
audit of the basic financial statements, and, in our opinion, is fairly stated, in all material respects, in 
relation to the basic financial statements taken as a whole. 
 
This report is intended solely for the information and use of management, others within the entity, 
members of the Board, and federal and state awarding agencies and pass-through entities and is not 
intended to be and should not be used by anyone other than these specified parties. 
 

 
 
November 21, 2012 
Rockingham, North Carolina 
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UNION COUNTY BOARD OF EDUCATION 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2012 
 
  
Section I.  Summary of Auditors’ Results 
 
Financial Statements 
 

Type of auditors’ report issued: Unqualified 
 

Internal control over financial reporting: 
 

 Material weakness(es) identified?   yes  X no 
 

 Significant deficiency(ies) identified that are 
not considered to be material weaknesses:    yes _X none reported 

 
Noncompliance material to financial statements noted   yes _X no 

 
Federal Awards 
 

Internal control over major federal programs: 
 

 Material weakness(es) identified?   yes  X no 
 

 Significant deficiency(ies) identified that are 
not considered to be material weaknesses:   yes  X none reported 

 
Type of auditors’ report issued on compliance for major federal programs: Unqualified  

 
Any audit findings disclosed that are 
required to be reported in accordance 
with Section 510(a) of Circular A-133   yes  X no 

 
Identification of major federal programs: 
 
 CFDA Numbers Names of Federal Program or Cluster 

 
 84.394 State Fiscal Stabilization Fund - ARRA 
 84.395 Race to the Top - ARRA 
 84.410 Education Jobs Fund - ARRA  
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UNION COUNTY BOARD OF EDUCATION 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2012 
 
 
 

Dollar threshold used to distinguish between 
Type A and Type B Programs $ 1,157,884 
 
Auditee qualified as low-risk auditee?  X yes   no 

 
 
State Awards 
 
Internal control over major State programs: 
 

 Material weakness(es) identified?   yes  X no 
 
 Significant deficiency(ies) identified 

that are not considered to be 
material weaknesses:   yes  X none reported 

 
Type of auditors’ report issued on compliance for major State programs: Unqualified 
 
Any audit findings disclosed that are required to be reported 
in accordance with the State Single Audit Implementation Act  X yes   no 
 
Identification of major State programs: 

 
 Program Name 

 State Public School Fund 
 Vocational Education – State Months of Employment 
 Vocational Education – Program Support Funds 
 Driver Training 
 School Technology Fund 
 State appropriations – buses 
 Textbooks 

 
 

Section II.  Financial Statement Findings 
 
 Finding:  None 
 
Section III.  Federal Award Findings and Questioned Costs 
 
 Finding:  None 
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UNION COUNTY BOARD OF EDUCATION 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

FOR THE YEAR ENDED JUNE 30, 2012 
 
 
 
Section IV.  State Award Findings and Questioned Costs 
 
 Finding 12-01 
 
 N.C. Department of Public Instruction 
 Program Name:  State Public School Fund 
 
 NONCOMPLIANCE 
 

Activities Allowed or Unallowed 
 

Criteria:    All directors who are paid from the State Public School Fund must be 
paid within the State allowed pay scale. 

 
Condition:    We tested all employees paid from State funds object code 113.  3 of 

those individuals were receiving pay that exceeded the State allowed 
pay scale. 

 
Effect:    The Board is not in compliance with the criteria above.   

 
Cause:    During the current year the Board transferred 3 principals to director 

positions. Prior to the transfers these employees were paid out of both 
State and Local funds to ensure the individual was not paid outside the 
State allowed pay scale. When the employee’s pay was transferred to 
the 113 object code, their entire pay was transferred to the State Public 
School Fund and not compared to the new director pay scale. 

 
Questioned Cost:    $-0-.  Prior to June 30, 2012, the Board transferred the unallowed 

portion of the individual’s salary to the General Fund to bring the State-
paid amount within the allowable pay scale. 

 
Recommendation:    We recommend that the Board implement procedures to ensure all 

employees have their pay compared to the State allowed pay scale 
whenever they are transferred or promoted. 

 
Views of responsible officials and planned corrective actions:   
The Board agrees with the finding and has implement procedures to ensure compliance with the 
requirements for paying employees within the State allowed pay scale after they have been 
transferred or promoted. 
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UNION COUNTY BOARD OF EDUCATION 
CORRECTIVE ACTION PLAN 

FOR THE YEAR ENDED JUNE 30, 2012 
 
 
 
Section II.  Financial Statement Findings 
 
 Finding:  None Reported 
 
 
Section III.  Federal Award Findings and Questioned Costs 
 
 Finding:  None Reported 
 
 
Section IV.  State Award Findings and Questioned Costs 
 
 
 Finding 12-01 
 

Name of Contact Person:  Angie Mills, Payroll/Benefits Manager 
 

Corrective Action Plan: Management will implement procedures to ensure that whenever 
an employee is transferred or promoted, their pay will be 
compared to the State allowed pay scale. 

 
 Proposed Completion Date:    Immediately 
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UNION COUNTY BOARD OF EDUCATION 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

FOR THE YEAR ENDED JUNE 30, 2012 
 
 
 
 
There were no audit findings reported in the prior year. 
 
 
 
 
 
 
 



State/
 Federal Pass-through

Grantor/Pass-through CFDA Grantor's 
Grantor/Program Title Number Number Expenditures

Federal Grants:
U.S. Department of Agriculture

Food and Nutrition Service
Passed-through the N.C. Department of Public Instruction:

Child Nutrition Cluster:
Noncash Assistance (Commodities):

National School Lunch Program 10.555 858,357$          

Cash Assistance:
School Breakfast Program 10.553 1,497,721         
National School Lunch Program 10.555 6,162,297         
Seamless Summer Program 10.555 8,252                

Cash Assistance Subtotal 7,668,270         

Total  Child Nutrition Cluster: 8,526,627         

Fresh Fruit and Vegetable Grant 10.582 80,032              

Total U.S. Department of Agriculture 8,606,659         

U.S. Department of Education
Direct Programs:

Foreign Language Assistance Program 84.293 2,626
Fund for the Improvement of Education 84.215 405,839

Office of Elementary and Secondary Education
Passed-through the N.C. Department of Public Instruction:

Title I Cluster:
Educationally Deprived Children 84.010 50 4,493,364         
Educationally Deprived Children - ARRA 84.389 141 106,377            

Total Title I Cluster 4,599,741         

Title IV, Part A, Safe and Drug Free Schools
and Communities 84.186 48 5,248                

21st Century Community Learning Centers 84.287 110 398,589            

State Fiscal Stabilization Fund - ARRA 84.394 140 7,641,317         
Education Jobs Fund - ARRA 84.410 155 7,543,043         

Title I - School Improvement Cluster:
Title I - School Improvement Grant 84.010 105 26,685              
Title I - School Improvement Grant - ARRA 84.389 142 696                   

Total Title I School Improvement Cluster 27,381              

Page 12

For the Year Ended June 30, 2012

UNION COUNTY BOARD OF EDUCATION
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS



(Continued)

State/
 Federal Pass-through

Grantor/Pass-through CFDA Grantor's 
Grantor/Program Title Number Number Expenditures

 
Educational Technology - ARRA 84.386 146 977                   
Race To The Top - ARRA 84.395 156 1,073,634         
Teacher Quality Enhancement 84.367 103 294,778            
English Language Acquisition Grants 84.365 104 214,139            

Office of Special Education and Rehabilitative Services
Passed-through the N.C. Department of Public Instruction:

Special Education Cluster:
Individuals with Disabilities Education Act

Education for the Handicapped 84.027 60 6,526,480         
Education for the Handicapped - Targeted Assistance 84.027 118 10,320              
Capital Building and Improvement 84.027 44 44,932              
Children with Disabilities 84.027 70 5,213                
Children with Special Needs 84.027 114 399,599            
Preschool Handicapped 84.173 49 99,083              
Preschool Targeted Assistance 84.173 119 10,600              
Preschool Handicapped - ARRA 84.392 145 1,974                

Total Special Education Cluster 7,098,201         

Passed-through the N.C. Department of Public Instruction:
Carl D, Perkins Vocational and Applied

Technology Education Act Amendments of 1990
Basic Grants to States
  Program Development 84.048 17 369,468            

Office of the Assistant Secretary for Postsecondary Education
Passed-through the N.C. Department of Public Instruction

Gear-Up Program 84.344 12,837

Total U. S. Department of Education 29,687,818

U. S. Department of Defense
Direct Program:

ROTC NONE 301,648            

Total federal assistance 38,596,125       
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(Continued)

State/
 Federal Pass-through

Grantor/Pass-through CFDA Grantor's 
Grantor/Program Title Number Number Expenditures

State Grants:

N.C. Department of Public Instruction:
State Public School Fund 179,007,303     
Driving Training - SPSF 12 699,229            
School Technology Fund - SPSF 15 514,601            
State appropriations - buses 445,618            
Vocational Education

State Months of Employment 13 8,176,623         
Program Support Funds 14 1,887,946         

Textbooks - Noncash 314,666            

Total N.C. Department of Public Instruction 191,045,986     

N.C. Department of Agriculture:
State Kindergarten Breakfast Program 27,973              

Total State assistance 191,073,959   

Total federal and State assistance 229,670,084$  
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For the Year Ended June 30, 2012

The accompanying schedule of expenditures of federal and State awards includes the federal and State grant
activity of Union County Board of Education and is presented on the modified accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of
State, Local Governments, and Non-Profit Organizations. Therefore some amounts presented in this schedule
may differ from amounts presented in, or used in the preparation of the basic financial statements.

UNION COUNTY BOARD OF EDUCATION
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS




